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PORTUGAL: KEY ECONOMIC INDICATORS 





% Change 
1980 1981 1980-81 
Exchange Rate-US$1=Escudos 92 (50.062) (61.546) me 
(Billions of escudos) 
INCOME, PRODUCTION, EMPLOYMENT (a) 
GDP at current market prices 1206 1453 
Real GDP growth (percent) “ 4. ce 
Consumption 37 1079 1341 
Gross investment 2 309 394 
Industrial production 
index (1970=100: annual 
average) ; 187 .€ 188.4 
Resident population (millions) ed a 9.45 
Labor force (millions) ho : 4.36 
Employed (millions) 91 as 3.94 





MONEY AND PRICES (Billions of escudos) 
CPI (annual average) (a) : 229% 269.9 
Money supply, M2+ (Dec.) 340 1724 
Total credit (Dec.) 

Domestic 
Foreign 
Interest rates 
Central Bank, discount (%) 
Loans (180 days-one year) 
Deposits (180 days-one year) g 9.5 


BALANCE OF PAYMENTS AND TRADE (Millions JS Dollars) 
Gold and ForEx Reserves (b) 1389 6708 
of which, gold (b) 1025 5672 
Total foreign debt (year-end) 6584 7680 
Debt Service (annual) (c) 1330 1450 
Balance of payments, 

Current account - 52 -1251 

Imports, FOB 6182 8781 9136 

US share 722 967 1168 

Exports, FOB 3550 4575 4063 

US share 220 264 216 

Tourism (Net) 695 859 778 

Remittances (Net) 2455 2931 2839 

Basic Balance 761 - 533 -1330 











Main 1981 imports from the US (thousand of metric tons and million of 
dollars: corn (2641) $453; wheat (898) $166; sunflower seeds (192) $65; 
soybeans (155) $50; oil-cake and vegetable oil residues (177) $45; 

sorghum (171) $27; and raw cotton (10) $21. Industrial exports shown on p.9. 








Source: National Institute of Statistics and Bank of Portugal 
(a) Data refer to Continental Portugal only 
(b) Official valuation, U.S. $ 254.92 per troy ounce, since 5/10/80. 
(c) Embassy estimate from debt service ratio data. 





-3- 


SUMMARY 


Portuguese economic policy has since July 1981 been directed at slowing 
down and reorienting the domestic economy, and at laying the groundwork 
for structural reform. A number of circumstances -- the aftermath of 
expansionary GOP policies in 1980 and early 1981, prolongation of the 
international recession, adverse interest and exchange rate movements, and 
the drought of 1980/81 -- have aggravated economic management problems. 
The balance of payments, public accounts, and inflation deteriorated in 
1981, but some improvement may be registered in 1982. 


A major revision to the 1976 constitution was promulgated in September 
1982. This revision of the constitution, and the liberalization measures 
it makes possible,are considered important milestones in restructuring 

the Portuguese economy. With this step completed, the Government has 
announced its intention to open the banking and insurance sectors to 
private competition, improve the efficiency of public companies, and 
develop medium term plans for the energy, agricultural and fishing sectors. 


Portugal remains committed to joining the European Communities (EC) and is 
hopeful of completing negotiations in the next several months. Although 
the date of entry may slip beyond the target of January 1984, the require- 
ments and opportunities of EC membership should be a driving force in the 
Portuguese economy over the medium term. 


Portugal's development strategy -- with its emphasis on development of 
local resources, export-oriented industry, agriculture and private 
sector activity -- remains basically unchanged. Implementation of this 
strategy has become more important, and also more difficult, in light 
of lower growth prospects and balance of payments difficulties. 


The investment climate is generally favorable. Negotiations with Ford 
on a $1 billion plant at Sines are reportedly in the final stages. 
Portugal continues to enjoy a good credit rating among international 
bankers, although its foreign debt jumped to $10.0 billion in December 
1981, and will exceed $12.0 billion before January 1983. 


PART A - THE POLITICAL/ECONOMIC CONTEXT 


Majority Government: After a half dozen years of frequent changes in 
governments, Portuguese voters in December 1979 gave an absolute 
parliamentary majority to the Democratic Alliance (AD), a center-right 
coalition of three political parties. The AD has governed since then, 
under Prime Minister Sa Carneiro until his tragic death in December 1980, 
and subsequently under Francisco Pinto Balsemao. Prime Minister 
Balsemao has faced periodic intra-party challenges; he resigned briefly 
in August 1981 but was quickly reconfirmed by his party at the head of 

a reorganized, strengthened cabinet. 


Portugal thus has undergone two changes of government under the AD. 
Nonetheless, the existence of a solid and normally coherent parliamentary 
majority has introduced increased stability into Portuguese politics. 

The two Balsemao governments have expressed and demonstrated the desire 
to give major attention to basic structural issues. 
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Constitutional Revision: During 1982, the governing parties placed 
principal emphasis on drafting a major revision of the 1976 Portuguese 
constitution and negotiating sufficient opposition support to muster the 
required two-thirds majority in parliament. This became a major challenge, 
as communist-dominated trade unions inspired a number of strikes, 
including two general strikes in February and May, with the declared 
intention of derailing constitutional revision. Successful completion of 
the revision in September 1982 marked the formal end of the post-Revolu- 
tionary transition period in Portugal, by institutionalizing full civilian 
control over the military and by abolishing the Council of the Revolution, 
a military "watchdog" committee set up under the 1976 Constitution. The 
revision also eliminates the vast majority of Marxist jargon from the 
constitution and alters the document's prescription of a collectivist 
economy to conform to the current reality of a pluralist, mixed-economic 
system. 


Major Political Actors: Despite the changes wrought by constitutional 
revision, power continues to be somewhat dispersed in the Portuguese 
political system, and the President remains an important figure in the 
check-and-balance system. He retains significant ability to block Cabinet 
actions and legislation. 


The parties that constitute the AD have political views that range from 
the slightly left of center to the conservative right. These parties, 

however, share a determination to move Portugal away from the excesses 
of the post-Revolutionary period and to shift the economic balance of 

power from the public to the private sector. The revised constitution 
abolishes the Council of the Revolution, which had blocked government 

initiatives intended to increase the role of the private sector in the 
economy. 


Although the present government parties on the one hand and the democratic 
opposition on the other hand hold views that differ in many respects, e.g., 
the precise balance of public and private sectors in a mixed economy, 

there are large areas of agreement between the two. Both, for example, 

are committed to bringing Portugal into the EC in the next few years; 

to having Portugal play a purposeful and larger NATO role; and to develop- 
ing Portuguese economic and cultural ties with Africa, in particular the 
ex-Portuguese colonies there. The democratic opposition also played a 
major and essential role in shaping and marshalling parliamentary 

support for constitutional revision. 


RECENT ECONOMIC PERFORMANCE 


Domestic Demand and Output: The Portuguese economy is now adjusting to 
the international recession and to the expansionary monetary and fiscal 
policies of 1980 and early 1981. Those expansionary policies were 
considered possible, and necessary, after Portugal's remarkable economic 
recovery in 1979. As a result, in 1980 GDP rose by 4.9% (fueled 
primarily by a 9% increase in investment and a 7% rise in total domestic 
demand), real personal income was up by about 3%, and the deficit on the 
current account of the balance of payments rose to $1.3 billion. These 
expansionary trends continued, although at a somewhat reduced rate, 
through the first half of 1981. 
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In July 1981 the GOP announced the first of a series of measures 
(discussed separately below) which were designed to slow down and reorient 
the economy. The drought of 1980/81, which led to significantly higher 
imports of oil, electricity and feedgrains, accentuated the need for 
economic adjustment. 


The rate of economic growth slowed moderately in the second half of 1981. 

For the year as a whole, real GDP grew by only about 1.8%. The growth 

rate fell in virtually all sectors, but was particularly pronounced in 

the foreign trade and agriculture sectors. Primarily due to increases 

in public and private consumption, domestic demand grew by about 4.02. 
Investment lagged behind GOP targets, because of stringency on public invest- 
ment and the impact of tight monetary policy in the second semester. 


Drought-induced declines in electricity and agricultural production 
aggravated the problems of 1981. Electricity output was off by 10%. Total 
agricultural output fell by about 6%, with a dropoff of nearly 20% in 
grains, fruits and vegetables. 


Overall economic growth should be higher in 1982, with some redistribution 
among sectors. Agricultural production has recovered, and should be at 
least 10% above the depressed levels of 1981. The industrial sector 

grew slightly, if at all, during the first half of 1982. Industry has 
continued to operate at about 77% of capacity for the last 12 months. 
Consumption spending should slow significantly due to the fall in real 
disposable income in late 1981. Investment spending will probably be 
restrainted by tight credit policies and by the uncertainties and 

delay surrounding the overhaul of the comprehensive investment incentives 
program. 


Monetary Policy Tightens: Monetary policy was expansionary in 1980 
and 1981, but has become tighter since the last quarter of 1981. An 
increase in the government deficit, higher payments for consumer subsidies, 
bouyant demand (partially due to the fall in real interest rates as 
inflation accelerated), a large increase in emigrant savings deposits, 
and relaxation of credit ceilings on commercial banks drove the rapid 
monetary expansion. The rate of growth of both broad-based money (M2) 
and domestic credit accelerated through the second quarter of 1981, 
slackening after credit ceilings on commercial banks were reimposed in 
August. Taking into account the large increase in short term foreign 
borrowing, total credit to the economy expanded by about 40.3% in 1981. 


The GOP has taken a number of steps to brake the pace of monetary 
expansion and to reduce inflationary pressure. Interest rates have 
been increased twice, with a minimum rate for unsubsidized loans of 
23%. Credit subsidy programs are being reduced and better targeted. 
The Bank of Portugal has instituted a system of tight credit ceilings, 
with substantial penalties for those commercial banks which exceed 
their ceilings. Consequently, domestic credit grew at an annual rate 
of only 18% in the second quarter of 1982. Recourse to short-term 
foreign borrowing apparently remains large, thus limiting the 
effectiveness of domestic credit restraint. 
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Exchange Rate Policy has also been employed, with the monthly rate of 
crawl of the escudo increased to 0.75% in December 1981, the basket of 
currencies realigned in March 1982 to improve the position against 
European currencies, and a devaluation of 9.5% in June 1982. The escudo 
fell by over 30% in relation to the dollar between January 1, 1982, and 
September 30, 1982. 


Fiscal Policy: Successive Portuguese governments have been unable to 
reduce the large government deficit, or to tame the demands of the "hidden 
budget." The deficit of the public administrative sector (including 
central and local governments, social security, and several autonomous 
agencies) has been equivalent to about 11% of GDP since 1979. The 
government's borrowing requirements increased sharply in 1981. Government 
spending for goods and services (public consumption) accounts for 182 

of GDP, and total government spending (largely transfer payments) 
represents about 45% of GDP. 


The second Balsemao government launched a major campaign to gain public 
support for greater budgetary control, which led to the adoption of a 
"budget of national salvation" in 1982. The budget calls for a deficit 
of only 8.8% of GDP, which is to be realized through wage restraint, 
lower real spending by nearly all ministries, reduced subsidies, and 
higher taxes. Public consumption is still slated to increase, however. 
Reducing the deficit has been an annual goal since 1978. It will be 
difficult to realize the objective during a year of high interest 

rates and demands for increased public investment in housing, health 
care, and transportation. 


Bala 
osi 

in 1 . The deficit on current account jumped to a record $2.6 million 
(or .3% of GDP) in 1981. Preliminary data suggest that little if any 
improvement was registered in the first semester of 1982, compared with 
the same period in 1981. The GOP hopes to reduce the deficit to a more 
manageable level. 


se of Payments and Foreign Debt: Portugal's balance of payments 





n has deterlorated since the remarkable turnaround registered 
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Export volume dropped by 2Z due to the world recession and an apparent 
reduction in competitiveness. Imports grew by about 6% in real terms. 
Drought-induced increases in food and electricity imports accounted 
for part of the jump in imports, but the continued high growth of 
domestic demand (as shown by the 25% increase in import volume of 
transport equipment) was a key factor. The decline in exports hit all 
sectors, with the exception of textiles, Rapid growth in shipments to 
Angola and to Mozambique prevented the deterioration from being even 
more severe. 


For the first time since 1978, tourism and emigrant remittances did 

not rise significantly. Real earnings from both sources rose by only 
about 2% to 3% (and declined in dollar terms) in 1981. Interest payments 
on the foreign debt have also risen sharply. 


Based on partial data for the first semester, the balance of payments 
will probably not improve in 1982. Although an official estimate is 
not yet available, the current account deficit in the first quarter 
probably exceeded $900 million. Due to lower commodity prices and 
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more normal rainfall the 1982 import bill for food and fuel should fall 
by between $400 and $600 million. Exports should grow slightly in real 
terms following the June devaluation, but will fall short of the govern- 
ment's target (7.5%). Tourism earnings and emigrant remittances are not 
expected to increase, and interest payments are again up sharply. 


Portugal's foreign debt grew from $7.7 billion in December 1980 to $10.0 
billion on December 31, 1981. The debt now exceeds reserves, with gold 
evaluated at the market price of $450 per ounce. The Bank of Portugal has 
placed priority on gradually improving the debt structure (short term 

debt now accounts for 32% of the total). Greater diversification of the 
debt among currencies has begun with notes and bonds issued in the UK, 
Japan and Germany this year. Portugal continues to have a very favorable 
credit rating among foreign commercial banks. 


Wages and Prices: Inflation accelerated last year, growing at an annual 
rate of 25% from July 1981 through August 1982. On an average annual 
basis, the CPI rose by 16% in 1980, by 20% in 1981, and will probably 
rise by more than 22% in 1982. This reflects higher prices for fruit 
and vegetables, and the large share of food in the CPI basket of 
commodities. Nominal wages rose by about 21% in 1981. Wages in the 
productive sector appear to be rising at about the same rate in 1982, 
but will be more restrained in the public administrative sector. 


MEDIUM TERM OUTLOOK 


Speaking on the heels of parliamentary passage of Constitutional Revision, 
Prime Minister Pinto Balsemao reaffirmed his government's commitment 

to move expeditiously to attack the structural economic problems 

facing Portugal. He underscored the GOP's intention to strengthen the 
role of the private sector, to speed completion of EC negotiations, 

to increase the efficiency of the public companies, and to forge 
medium-term development programs for energy, agriculture, and other key 
sectors. The GOP is also emphasizing diversification of export 

markets, especially to Portuguese-speaking Africa and the Middle East. 


Liberalizing the Financial System: Legislation allowing the establish- 


ment of new private banks (three small foreign-controlled banks have 
continued in operation) is expected before the end of the year. Under 
new regulations issued in the last year, several private investment 
societies and leasing companies have been formed, including joint 
ventures with foreign banks, with assistance from the International 
Finance Corporation. The GOP also plans to open a spot market for 
foreign exchange, to use indemnity bonds (compensation for the 

1974/75 nationalizations) to increase capital of ailing firms, and 

to strengthen the local bond market. 


EC Negotiations: The GOP has launched a major campaign of state and 
ministerial visits to expedite negotiations with the EC, and to 

have Portugal's entry considered separately from that of Spain. 
Agreement on a number of dossiers has been achieved. The GOP hopes 
to conclude negotiations on the more difficult issues (agriculture, 
budget and movement of labor) this fall, with a target entry date 

of January 1984. The existence of major differences within the EC 
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on budget and agricultural policy may delay the entry negotiations. 
Although EC membership will require painful adjustments in agriculture 
and other sectors, the increased competition and freer movement of 
capital and labor (after completion of a transition period) should have 
a salutary impact on the Portuguese economy. The prospect of improved 
access to the EC market has already made foreign investment in Portugal 
more attractive. 


Private Sector Development: The AD's commitment to strengthen the private 
sector is long-standing, and has significant implications for US trade 

and investment (Part B). In addition to liberalizing the financial 
system, the GOP is attempting to streamline the Integrated Investment 
Incentive program, to provide more technical assistance to exporters, 

to rationalize the cumbersome system of agricultural credit and 

marketing, to allow private firms a role in some sectors previously 
reserved to public companies, and to phase out the multi-tiered system 

of price controls. 


Public Company Efficiency: The GOP has begun taking a number of ad hoc 
steps to improve the efficiency of public companies. These include 
seeking an agreement with foreign firms to manage the deficit-plagued 
shipyard, SETENAVE; planned sales of seven or more firms controlled 

by the government holding company (IPE); contemplated rationalization 
measures for a number of problem firms, such as in petrochemicals; and 
the establishment of an institute to coordinate public company investment 


programs. A number of independent economists have called for price 


increases for transport and other public services, as well as better 
control of foreign borrowing, to help rationalize this sector. 


Resource Limitations: The severity of the international recession 
and the emergence of foreign borrowing capacity as a growth restraint 
have made implementation of the GOP's medium-term development strategy 
both more important and more difficult. Portugal should be able to 
achieve unnual GDP grow of about 3,5Z% for the next half decade, 

to one new assessment. Although high relative to the 

growth prospects for most OECD countries, ic will mean a 
significant postponement of goals for narrowing the gap in the standard 
of living between Portugal and the EC countries. The strategy remains 
the same, but priorities for the allocation of more limited resources 
are being re-evaluated. Several major projects, such as the Seixal/ 
Moncorvo steel/iron ore venture, pyrite processing, and a major 
irrigation/hydroelectric project, have apparently been postponed. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


Changing Opportunities: Portuguese import growth will slacken in 
1982 and 1983 due to the need to cut the balance of trade deficit. 
U.S. agricultural exports will continue at high levels in 1982, but 
possibly decline in 1983. Imports of intermediate manufactured 
goods will grow at a slower rate, and increased demand will come 
primarily from Portuguese export industries. The need to increase 
exports should present attractive opportunities for licensing, joint 
ventures, direct foreign investment, and other forms of development 
cooperation. 





Lo. 


Portuguese Export Performance: Portuguese exports declined by 2% in 
real terms, or by 112% when evaluated in dollars, in 1981. Export growth 


was registered only in the textile sector (up by about 3,5% in volume 
terms). The export decline was sharpest in chemicals, vegetable products 
(tomato paste and olive oil), and wood and cork products. The export 
decline, plus the 5% increase in import volume, resulted in a drop in 

the export/import ratio from 55% in 1980 to only 472% in 1981. Major 
exports to the U.S. include wine, cork and cork products, tomato paste, 
cotton textiles, canned fish, wearing apparel, and plastic molds. 
Portugal is a beneficiary of the U.S. Generalized Systems of Preferences 
(GSP) program. Roughly 50 percent of Portuguese exports to the U.S. 

in 1981 entered duty free under GSP. 


The Market for U.S. Exports: Portuguese imports consist primarily of 
essential goods - especially food, raw materials and capital equipment. 
Imports of luxury items and many consumer goods (including those items 
that can be substituted by domestic manufactures) are discouraged 
through high import duties, import surcharges, and, the import 
licensing system. Preliminary 1981 figures show the U.S., closely 
followed by West Germany, as Portugal's leading country supplier. The 
U.K. and France placed third and fourth, respectively. The EC as a 
whole accounted for 38% of Portugal's imports and 54% of its exports in 
1981. The EFTA countries provided 7.4% of imports and took 25% of 
Portuguese exports. Portugal grants and receives preferential access 
in both trading areas, which gives EC and EFTA-sourced imports signifi- 
cantly lower import duties than those applying to U.S. and other most- 
favored-nation suppliers. 


In 1981 the U.S. exported about $1.1 billion in goods to Portugal, 
representing 12% of total Portuguese imports. Agricultural products, 
supported by over $400 million in credit guarantees by the Commodity 
Credit Corporation, accounted for some 70% of total U.S. exports. 
Portugal's most important agricultural purchases from the U.S. are 
corn, wheat, soybeans, sunflower-seeds, cotton, sorghum, hides and 
skins, and other bulk items. The most significant U.S. manufactured 
exports were coal ($23.7 million); aircraft, plus parts and accessories 
($20.3 million); electrical measuring equipment ($8.2 million); 
excavating equipment ($8.3 million); materials for the plastics industry 
($14 million); iron and steel coils for re-rolling ($4 million); and 
pharmaceuticals ($6.8 million). 


In view of low stocks, the volume of agricultural imports in 1982 will 
likely remain near the high levels of 1981, despite the much better 
rainfall and total crop production being recorded in 1982. Preliminary 
data suggest that the Portuguese market for imported intermediate 
manufactured goods is growing by about 2% in real terms in 1982. This 
slow rate of growth will probably continue in 1983. The strongest 
growth in demand will probably come from the Portuguese export sector, 
rather than the import-substitution which grew relatively rapidly in 
1980 and early 1981. 


U.S. export opportunities revolve especially around agriculture and 
food processing, tourism, alternative energy sources, mining, transpor- 
tation including road building, and housing construction. Coal deserves 
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special mention as the electricity, petroleum. and cement companies are 
about to place new significant orders. The J,ternational Fishing Agree- 
ment signed in 1980 by the U.S. and Portugal enhanced Portugal's 

market for U.S. seafood exports. Government officials have expressed 
interest in the extension or renegotiation of the agreement. Other 
activities of interest to U.S. exporters include up-grading hospital 
facilities, construction of new hospitals and improving the postal system 
infrastructure. Studies are being done on port development (Sines, 
Setubal and Lisbon), the expansion of Lisbon's airport (and/or a possible 
new airport), and creation of a secondary airport network. Major projects 
for exploitation of iron ore deposits and expansion of pyrite production 
are well-planned but currently delayed. 


J.S. firms will continue to face keen competition from Western European 

uppliers who are already well established in the Portuguese market. 
vailability of external financing is a critical factor in contract 
s. Another critical factor is the formation of enduring relation- 

(e.g., through joint ventures or licensing arrangements) particu- 


i 
1 
a 
d 


Pp 
1e 
awards 
intensive operations. Time and again major projects are awarded to 
Portuguese/foreign "partnerships" who win out over the foreign suppliers 
interested only in a "one-shot" opportunity. U.S. firms planning to bid 
on major tenders may, therefore, wish to explore cooperative arrange- 
ments with qualified Portuguese companies, 


Export-Import Bank programs should help U.S. suppliers compete with 
third-country exporters. Investment credit and insurance programs 
through the U.S. Overseas Private Investment Corporation (OPIC) program 
in Portugal also facilitate U.S. exports. 


U.S. suppliers interested in selling in the Portuguese market are 
invited to contact the organizations listed on page 13. 


FOREIGN INVESTMENT: WELCOME 

Portugal's Foreign Investment Code currently permits direct foreign 
investment in all sectors except those explicitly reserved to the 
State by Law 46/77.* Following upon the just-completed revision of 
the constitution, the AD Government plans legislative changes 
designed to open certain of these sectors to private initiative. 


The Code contains liberal profit remittance regulations and allows 


foreign firms access to all tax incentives available to national 
companies. Additional incentives can be negotiated on a case-by-case 








7 


* Sectors currently barred to new private ventures include banking, 
insurance, mass transit, steel making, cement manufacture, post and tele- 
communications, scheduled air and rail service, electricity production 
and distribution, petroleum refining and basic petrochemicals, 
fertilizers, and the arms industry. Exceptions can be made in the 
underlined sectors, requiring formation of joint ventures with public 
enterprises. See Law 46/77, article 5. 
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basis for major investments of particular interest to Portugal, e.g., 
those involving advanced technology or high labor intensity. The 
Foreign Investment Institute (IIE) is responsible for coordinating the 
Government's response to foreign direct investment and technology 
transfer proposals. IIE actively conducts seminars to encourage foreign 
firms to invest in Portugal. IIE representatives conducted three 
seminars in the U.S. in 1980 and several investment missions have come 
to Portugal from Belgium, Japan, France, The Netherlands, Spain, Sweden 
and Hong-Kong. 


The Integrated Investment Incentive System (SIII), initiated in June 
1980, is also available to foreign investors. Projects seeking to 
qualify for fiscal and financial incentives are appraised according to 
three criteria: economic productivity (i.e., the ratio of the value 

of the investment and the value added of the resulting product, with 
exports and imports constituting respectively premiums and penalties 

in this calculation); sectoral priority; and regional priority. The 
Government is considering methods to speed back-logged SIII applications. 


One of the priority regions specified in the SIII is the Sines 
Industrial Development Zone, created about eleven years ago and located 
about 90 kilometers south of Lisbon. Major petrochemical projects 

are in operation and others are planned for Sines, The expected 
installation of a new 200 thousand-square meter automotive factory in 
Sines will enhance the importance of the zone. Sines also boasts a 
deepwater harbor able to handle large crude carriers and other vessels. 
The U.S. consulting firm PRC Harris was selected to develop a new 
master plan for the development of Sines" port, which may include a 
major ore and coal terminal. The Portuguese Government is interested in 
bringing new industries to Sines, especially plastic industries and 
other light and medium manufacturing facilities. Potential investors 
should become thoroughly familiar with Portuguese labor laws. 


Portugal's relative political stability, as well as its investment 
incentives, favorable labor rates, adaptable work force, favorable 
climate and geographical location, as well as approaching entry into 
the EC, should help stimulate foreign investment. Direct investment 
and reinvestments approved by IIE declined from $215 million in 1980 

(a result of sizeable investments in the automotive sector) to $189 
million in 1981. Other important automotive investments are under 
discussion. Ford Motor Company is considering investing in a 
$900-$1,000 million project for the manufacture of an entirely new car, 
mostly destined to export. The letter of intent for the investment was 
signed in July, and the final agreement is expected to be signed next 
November. This would be the largest single foreign investment ever 
made in Portugal. 


An April 1981 survey by the American Chamber of Commerce in Portugal 
shows total U.S. investments (total net assets) to be about $430 
million. The largest U.S. investors include Mobil, Ford, General 
Motors, Esso, ITT, IBM, Merck Sharp and Dome, and Control Data. 

Five U.S. banks now have representative offices in Lisbon; others are 
expected to establish offices soon in anticipation of the removal of 
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restrictions on private banking, Foreign financial institutions, 
including U.S., are also showing interest in investment company partici- 
pation and in establishing leasing companies. IIE figures for new 
investment or reinvestment undertaken in 1981 show the U.S. ranking 


first ($52 million), followed by France ($48 million), and Germany 
($17 million). 


OPPORTUNITIES - DEVELOPMENT COOPERATION 





The Portuguese Government in 1981 outlined its industrial strategy. 
This strategy contains a number of indicators which can guide the U.S. 
exporter or investor to successful business relations with Portugal. 
The strategy contains four major priority policies: 


1) Exploitation, with optimization of the Portuguese valued added, 
11 the country's natural resources. 


In general, limitation of investment in the classical heavy 


’ 4 
ies to those based on national raw materials (e.g., eventual 


of the steel industry using Portuguese iron and non-ferrous 


rgy-copper lead and zinc and wolfram). 
lic raw materié which have application in 
strong light fibers levelopment of insulating 


late by 1 glass by-products, diatomite. 


od processi and ging industry 
ituré 
(management, design, technology, modern 
if expansion, of the traditional manufac- 
clot y urniture, toys, footwear, 


compet itive 


those industries in which 
its own and enjoys a stable 
light electrical equipment 
stallurgical; equipment 
‘vation; equipment for handling and hoist- 
sundry materials; mechanical and electrical 


motor vehicles; industrial electronics and 


are 
resources with a view 
reasing Portugal's technological autonomy (e.g. innovation in 
previously mentioned; also strong light materials, compound 
3, semi-conductors, renewable energy technologies). 


1 


priority activities in which the Portuguese Government hopes to 


investment through the SIII include: fishing, mining, food 
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processing, including freezing; textiles and apparel manufacturing: 
granulated cork products, leather shoe components; furniture; resins; 
fertilizers; pharmaceuticals; porcelain and glass; marble; specialty 
steel; refining of nonferrous metals; and manufacture of solar 
collectors, nonelectric engines, agricultural equipment, metalworking 
and woodworking machines, food processing and bottling equipment, 
textile machines, pumps and compressors, plastic molds, and motor 
vehicles and parts; and utilization of natural resources, byproducts, 
or waste to prdduce and conserve energy. 


Organizations with further information on exporting to Portugal: 


Office of Country Marketing - Portugal 
Export Development 

U.S. Department of Commerce 
Washington, D.C. 20230 


Export-Import Bank of the United States 
811 Vermont Ave., N.W. 
Washington, D.C. 20571 


Foreign Credit Insurance Association 
One World Trade Center, 9th Floor 
New York, N.Y. 10048 


Commercial Attache 

American Embassy 

Av. Duque de Loulé, 39 

1103 Lisboa Codex (or: APO N.Y. 09678, if writing 
from the U.S.) 


Instituto de Investimento Estrangeiro 
(Foreign Investment Institute) 

Av. da Liberdade, 258-49 

1200 Lisboa, Portugal 


Overseas Private Investment Corporation 
1129: 20th -St., NW. 
Washington, D.C. 20527 


American Chamber of Commerce in Portugal 
Rua D. Estefania, 155-59 E 
1000 Lisboa, Portugal 


Portugal ~- U.S. Chamber of Commerce 


5 West 45th St. 
New York, N.Y. 10036 
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You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING you need to succeed in overseas business. 
Overseas Business Reports (OpR’s)—40 
BLINDFOLDED? a year—bring you detailed information on overseas 


trade and investment conditions and opportunities. 
They'll bring you the latest marketing information on 
countries offering good potential as sales outlets for 


U.S. goods. You'll find information on: 


@ trade patterns ® transportation 

@ industry trends ® trade regulations 

@ distribution channels @ market prospects for 

@ natural resources selected U.S. products 

® population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 


Implications for the United States 
focus closely on current economic developments and 
trends in 130 countries. This series is essential for 
analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 


© is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 

@ pinpoints the economic and financial conditions of 
the country, and how they could affect US. 
overseas business 

@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 


NT 7 Re ER RE 2 ES EST ORR ETE ET I OE TERT EE EE ESET AE RE TE we 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 


| | 
Enclosed is$____———s—« ©) check, VISA® aa 
CO money order, or charge to my ISA af Total charges $________ Fill in the boxes below. 
Deposit Account No. irate Credit 


TTT TO a cardNo. LITT TTITITITITIT IIT TI 


master charge 


rene Expiration Date 
Order No._ Month/Year LITT] 


Enter my subscription to: (] Overseas Business Reports at $44 per year ($55 overseas) For Office Use Only 
(0 Foreign Economic Trends at $55 ($68.75 overseas) Quantity Charges 





cee Enclosed 
mike Al | | 
he eC ee bo ee To be mailed 
jual's Name— First. Last ; Subscriptions 
de a dd ; | | Postage 
Street address Foreign handling 
MMOB 
OPNA 





ZIP we 
UPNS 

oa ' 

L | 1 “e J Discount 


PLEASE PRINT OR TYPE Retund 





AYEAR'’S WORTH 


WORLDWIDE 
BUSINESS 
OPPORTUNITIES ... 
FREE! 


Here’s acalendar of U.S. trade promotion events to be 
held abroad during the upcoming months. It's yours free 
for the asking. You'll find out about exhibitions, trade 
missions, and seminars featuring specific U.S. products 
and services, where they're being held, and whom to 
contact for more information. Whether your products are 
agricultural machinery or textiles manufacturing 
equipment, energy systems or computers, we've got an 
exhibition custom tailored to your export needs—and 
designed to introduce your products to ready and eager 
buyers overseas. 


Send for your free copy of the Overseas Export 
Promotion Calendar today. Your world markets are 
waiting. 
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MAIL TO: 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 
Office of Export Marketing Assistance 
Export Communications Section, Rm. 4009 
Washington, DC 20230 


Yes! Please send me my free copy of the Overseas Export Promotion Calendar. 


Name 
Company 
Address 


City 








